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MESSAGE  FROM  THE  SECRETARY 


I  remain  committed  to  a  more  efficient,  cost  effective,  and  service  driven 
Department  of  Agriculture.  Team  USDA  continues  to  move  forward  with  plans  to  put 
the  new  technology  and  systems  in  place  to  change  the  way  we  do  business. 

A  key  element  of  this  change  must  be  greater  managerial  accountability.  Timely 
implementation  of  audit  recommendations  and  appropriate  followup  greatly  reduce 
opportunities  for  fraud,  waste,  abuse,  or  mismanagement  and  are  important  tools  for 
ensuring  financial  integrity  and  accountability. 
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AGENCY  ABBREVIATIONS 


AMS 

Agricultural  Marketing  Service 

ASCS 

Agricultural  Stabilization  and  Conservation  Service 

APHIS 

Animal  and  Plant  Health  Inspection  Service 

CCC 

Commodity  Credit  Corporation 

CSRS 

Cooperative  State  Research  Service 

ES 

Extension  Service 

FAS 

Foreign  Agricultural  Service 

FmHA 

Farmers  Home  Administration 

FCIC 

Federal  Crop  Insurance  Corporation 

FNS 

Food  and  Nutrition  Service 

FS 

Forest  Service 

FSIS 

Food  Safety  and  Inspection  Service 

OGC 

Office  of  the  General  Counsel 

OIG 

Office  of  Inspector  General 

OICD 

Office  of  International  Cooperation  and  Development 

OIRM 

Office  of  Information  Resources  Management 

REA 

Rural  Electrification  Administration 

RDA 

Rural  Development  Administration 
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EXECUTIVE  SUMMARY 


Background 

The  Secretary’s  Management  Report  to  the  Congress  is  required  by  the  Inspector 
General  Act  Amendments  of  1988.  The  Amendments  require  that  the  Secretary  report 
on  the  status  of  management  decisions  and  final  actions  taken  on  audit 
recommendations.  This  is  the  tenth  report  issued  by  the  Department  of  Agriculture 
(USD A)  and  covers  the  6-month  period  October  1,  1993  through  March  31,  1994.  The 
report  reflects  management’s  implementation  of  audit  recommendations  contained  in 
audit  reports  issued  by  the  USDA  Office  of  Inspector  General  (OIG)  and  explains  why 
action  on  audits  remains  incomplete  1  year  from  the  management  decisions.  It 
complements  the  OIG  Semiarmual  Report  to  the  Congress  which  includes  data  on  audit 
reports  issued  and  the  status  of  management  decisions  made  during  this  6-month  period. 

Universe  of  Audits 


Over  the  past  6  months,  the  Office  of  Finance  and  Management  monitored  and 
analyzed  382  audits  with  3,048  recommendations.  These  audits  contained  approximately 
$143  million  in  costs  that  management  determined  should  not  be  charged  to  the 
Department’s  programs  (disallowed)  and  approximately  $1.4  billion  in  funds  which 
management  agreed  could  be  used  more  efficiently  (funds  to  be  put  to  better  use). 

Final  Actions 


Disallowed  Costs  -  Management  completed  action  on  59  audit  reports  with  144 
recommendations.  As  a  result,  over  $18.7  million  was  recovered  in  disallowed  costs  and 
approximately  $1.5  million  was  written  off  in  funds  that  management  determined  to  be 
uncollectible  due  to  bankruptcies,  excessive  cost  of  collections,  legal  decisions,  or 
terminations  in  program  participation. 

Funds  To  Be  Put  To  Better  Use  -  Management  implemented  action  on  20  audits 
with  over  $9.7  million  in  funds  they  determined  could  be  used  more  efficiently  and 
determined  that  approximately  $598  thousand  could  not  be  used  more  efficiently.  As  a 
result  of  final  action  taken  on  seven  individual  audit  recommendations,  management  also 
implemented  recommendations  containing  over  $277  million  they  determined  could  be 
used  more  efficiently. 

Audits  Without  Final  Action 


As  of  March  31,  1994,  281  audits  containing  2,339  recommendations  are  without 
final  action.  These  audits  contain  over  $123.4  million  in  disallowed  costs  and  over 
$1.4  billion  in  funds  which  management  agreed  could  be  put  to  better  use. 


Of  the  281  audits,  117  with  1,167  recommendations  do  not  have  final  action  on 
the  entire  audit  1  year  from  the  management  decision.  Explanations  for  these  audits  are 
contained  in  Appendix  1  to  this  report.  Many  of  the  management  decisions  to  effect 
corrective  action  on  these  audits  involve  development  of  long-term  automated  system 
changes,  regulations,  and  directives;  legal  implications;  actions  by  non-USDA  agencies; 
and  time-consuming  collection  processes.  Of  the  117  audits,  management  took  action  on 
802  recommendations  containing  approximately  $36.7  million  in  disallowed  costs  and 
approximately  $457.1  million  in  funds  to  be  put  to  better  use. 

Audits  Under  Appeal  or  Requiring  a  Legislative  Solution 

There  are  13  audits  containing  123  recommendations  either  under  appeal  or 
requiring  a  legislative  solution  to  effect  final  action.  Although  the  appeal  and  legislative 
processes  preclude  final  action  on  these  audits  in  their  entirety,  management  completed 
action  on  53  recommendations  containing  approximately  $3.4  million  in  funds  OIG 
recommended  could  be  put  to  better  use. 


2 


r  i 


*^»K,  •  y.. 

.  wi'i  ■' 


-  ,  ,  ;vrw^^ 


■*  -■>  ■  i 

'  -■  •  'm 

r  ,  :  - 


..  ■'  f 


■3.  i 


t 


FINAL  ACTION  ON  AUDITS  AND  AUDIT  RECOMMENDATIONS 
WITH  DISALLOWED  COSTS  FOR  THE  6-MONTH  PERIOD 
October  1,  1993  -  March  31,  1994 

The  chart  on  the  following  page  depicts  the  overall  status  of  audits  with 
disallowed  costs  for  this  reporting  period.  As  of  October  1,  1993,  final  action  was  in 
process  but  not  complete  on  147  audits  with  $131,879,779  in  disallowed  costs. 
Management  decisions  were  made  during  the  period  on  64  audits  with  $11,776,551  in 
disallowed  costs.  Management  implemented  action  on  59  audits,  recovering  $18,786,124 
in  costs  that  should  not  be  charged  to  USDA  programs  and  writing  off  $1,497,050  in 
uncollectible  debts  due  to  bankruptcies,  excessive  cost  of  collections,  legal 
determinations,  or  terminations  in  program  participation.  Additionally,  agencies 
collected  $405,778  and  wrote  off  $218,797  as  a  result  of  final  action  taken  on  eight 
individual  audit  recommendations. 


3 


Final  Action  on  Audits  And  Audit  Recommendations 
With  Disallowed  Costs 
October  1,  1993  -  March  31,  1994 


Disallowed  Costs 

Number  of 

Audit  Reports  Dollars 

A.  Management  decisions  with  no 
final  action  as  of 

October  1,  1993 

147 

131,879,779 

B.  Management  decisions  during 
the  period 

64 

11,776,551 

C.  Total  management  decisions 
(A  +  B) 

211 

143,656,330 

D.  Final  action  on  audit 
reports 

59 

20,232,760* 

1 .  Recoveries 

(a)  Collections 

8,102,103 

(b)  Other 

10,684,021 

(c)  Property  in  lieu  of 
cash 

2.  Writeoffs 

1,497,050 

3 .  Subtotal  ( 1  +  2 ) 

20,283,174^ 

E.  Audit  reports  needing  final 
action  as  of  March  31,  1994 
(C  -  D) 

152 

123,423,570 

1  RECOMMENDATIONS  | 

F.  Final  action  on  audit 
recommendations 

8 

624,575 

1 .  Recoveries 

(a)  Collections 

(b)  Other 

405,778 

2.  Writeoffs 

218,797 

3 .  Subtotal  ( 1  +  2 ) 

624,575 

G.  Total  final  action  taken 
during  the  period  (D  +  F) 

20,857,335 

‘This  amount  was  reduced  by  $534,744  due  to  docvunentation  obtained  to  support 
the  costs  and  appeals. 


^Agencies  recovered  an  additional  $585,023  not  identified  in  OIG  audit 
reports . 
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FINAL  ACTION  ON  AUDITS  AND  AUDIT  RECOMMENDATIONS 
WITH  FUNDS  TO  BE  PUT  TO  BETTER  USE  FOR  THE  6-MONTH  PERIOD 
OCTOBER  1,  1993  -  MARCH  31,  1994 

The  chart  on  the  following  page  depicts  the  overall  status  of  audits  with  funds  to 
be  put  to  better  use  for  this  reporting  period.  As  of  October  1,  1993,  final  action  was  in 
process  but  not  complete  on  64  audits  with  $1,386,689,941  in  funds  recommended  to  be 
put  to  better  use.  Management  decisions  were  made  during  the  period  on  14  audits  with 
$20,388,710.  Management  implemented  action  on  20  audits  containing  $9,715,679 
in  funds  to  be  put  to  better  use.  Recommendations  for  $598,632  were  not  implemented. 
Additionally,  agencies  took  final  action  on  $277,604,738  contained  in  seven  individual 
audit  recommendations. 
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Final  Action  on  Audits  and  Audit  Reconmendations 
With  Pimds  To  Be  Put  To  Better  Use 
October  1,  1993  -  March  31,  1994 


Funds  To  Be 

Put  To  Better  Use 

Number  of 

Audit  Reports 

Dollars 

A.  Management  decisions  with  no 
final  action  as  of 

October  1,  1993 

64 

1,386,689,941 

B.  Management  decisions  made 
during  the  period 

14 

20,388,710 

C.  Total  management  decisions 
(A  +  B) 

78 

1,407,078,651 

D.  Final  action  on  audit 
reports 

20 

10,359,311' 

1.  Value  of 

recommendations 

implemented 

9,715,679 

2.  Value  of 

recommendations  not 
implemented 

598,632 

3.  Subtotal  (1+2) 

10,314,311 

E.  Audit  reports  needing 
final  action  as  of 

March  31,  1994  (C  -  D) 

58 

1,396,719,340 

1  RECOMMENDATIONS  | 

. 

F.  Final  action  on  audit 
recommendations 

7 

277,604,738 

1.  Value  of 

recommendations 

implemented 

277,596,428 

2.  Value  of 

recommendations  not 
implemented 

8310 

3.  Subtotal  (1+2) 

277,604,738 

G.  Total  final  action  taken 
during  the  period  (D  +  F) 

287,964,049 

‘This  amount  was  reduced  by  $45,000  due  to  a  contractor  officer's  decision. 
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AUDITS  UNDER  APPEAL  OR  LEGISLATIVE  SOLUTION 


The  table  on  the  following  page  reflects  13  audits  either  under  appeal  or  for 
which  a  legislative  solution  is  necessary  to  effect  final  action.  These  audits  contain 
recommendations  involving  $6,580,912  in  disallowed  costs  and  $383,509,056  in  funds  to 
be  put  to  better  use.  Although  the  appeal  and  legislative  processes  preclude  final  action 
on  these  audits  in  their  entirety,  management  completed  action  on  53  recommendations 
with  $3,400,600  in  funds  OIG  recommended  could  be  put  to  better  use. 
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AUDITS  UNDER  APPEAL  OR 
LEGISLATIVE  SOLUTION 
OCTOBER  1,  1993  -  MARCH  31,  1994 


Agency 

Administrative 

Appeal 

Judicial 

Appeal 

Legislative 

Solution 

Disallowed 

Costs 

(Dollars) 

Funds  To* 
Be  Put  To 
Better  Use 
(Dollars) 

ASCS 

4 

0 

0 

1 ,825,625 

60 

FMHA 

0 

0 

4 

0 

381,763,90 

FCIC 

0 

1 

0 

4,755,287 

244,20 

FS 

0 

3 

0 

0 

1,068,68 

SCS 

1 

0 

0 

0 

431,66 

TOTAL 

5 

4 

4 

6,580,912 

383,509,05 

*Of  this  amount,  action  is  complete  on  $3,400,600. 


8 


APPENDIX  1 

AGENCY  AUDITS  WITHOUT  FINAL  ACTION  1  YEAR 
FROM  THE  MANAGEMENT  DECISION  DATE 


Agencies  did  not  complete  corrective  action  within  1  year  on  117  audits.  The 
92  audits  indicated  with  an  asterisk  (*)  were  in  the  report  for  the  period  April  1  through 
September  30,  1993.  Some  audits  contain  multiple  recommendations  affecting  the 
completion  of  final  action.  These  include  complex  automated  system  changes,  collection 
activities,  development  and  implementation  of  regulations  or  directives,  legal 
implications,  investigations,  actions  to  be  taken  by  organizations  other  than  USDA,  and 
other  time-consuming  corrective  action  to  implement  the  management  decisions.  The 
117  audits  contain  1,167  recommendations;  action  is  complete  on  802  recommendations 
with  $36,673,962  in  disallowed  costs  and  $457,077,422  in  funds  to  be  put  to  better  use. 


9 


x.  ^ 

\  %«>  ■ 


'V- 


.  ;v.>j  \  K*"' 

^1'  '  • 


‘w. ■■.•■. •''y 


t994 

x,:j\  ■ .: 


■  '■  j  .  •  P  / '-’  A->k  '  • '. )  U4  ■  'I 


■ ...  ■•-^;  ■r'-:i^.v(  .  ,  -J  iOTi, 

<:>i’  ,  'C.T#'  .^‘^■),  '-h'"' !  .r 

1' ;  '  -5  •'  '*  -.^i  i  ,.iy  . 

^  ".Ji:.  ..  '>^  . 


■  'J^ 


■'M.  .■=.'  ,■  ’•  ■'  ■ ».  ■  ■'  r^.>i  •?  V  '.t^s .  .i  ,.<,i  ^ 

-.!-  ■;'^,.  Iff-  .V> 


‘j"3  f 


-V  'te'M  -V 


7/(5  *^l, 


■'it. 

y.if, 


AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
1  YEAR  FROM  THE  MANAGEMENT  DECISION  DATE 

(DOLLARS) 
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